
280 Melrose Street, Providence, RI 02907
T: 401-784-7415 robert.humm@nationalgrid.com  www.nationalgrid.com

October 19, 2018

VIA HAND DELIVERY & ELECTRONIC MAIL

Luly E. Massaro, Commission Clerk
Rhode Island Public Utilities Commission
89 Jefferson Boulevard
Warwick, RI 02888

RE: Docket 4846 – 2018 Distribution Adjustment Charge Filing
National Grid’s Reply Comments

Dear Ms. Massaro:

In connection with the above-referenced docket, enclosed please find National Grid’s1 reply
comments to the written comments submitted on October 5, 2018 by Bruce Oliver and October 12, 2018
by John Bell on behalf of the Division of Public Utilities and Carriers (the Division) regarding National
Grid’s 2018 Distribution Adjustment Charge (DAC) filing. In these reply comments, National Grid
makes the following points of clarification to the Division’s comments:

1. Revenue Decoupling Adjustment (RDA)

Mr. Oliver’s comments state that “. . . due to the discounting of service to low-income
customers, the proposed credit will fall short of distributing the entire over-collection balance for the
reconciliation period. By our calculations the 25% discount for Residential Low-Income customers will
result in an under-distribution of credits of approximately $77,000. That under-distribution of credits
can be remedied through a slight increase in the RDA credit from $0.0200 per therm to $0.0203 per
therm.” Oliver Comments at 5.

To clarify, Residential Low Income customers will receive a discount (either 25 percent or
30 percent, depending on their qualifications) off of their total bill. This discount will be a single
amount calculated as the subtotal of all charges included in the monthly bill multiplied by 25 percent
(or 30 percent, as applicable) and displayed as a separate line on the bill. The discount will not be
calculated or provided through each individual billing factor (i.e., base distribution rates, Gas Cost
Recovery (GCR) factor, Distribution Adjustment Charge (DAC), and Energy Efficiency (EE) factor).
The Company will recover the total of all discounts credited to Residential Low Income customers’ bills
from all other customers (i.e., excluding Residential Low Income customers) through a Low Income
Discount Recovery Factor (LIDRF), which is a new component of the DAC that became effective
September 1, 2018. The Company derived the LIDRF by multiplying the projected annual total
revenues for the Residential Low Income Heating and Residential Low Income Non-Heating rate

1 The Narragansett Electric Company d/b/a National Grid (National Grid or the Company).

Robert J. Humm

Senior Counsel
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classifications by 25 percent. This total estimated annual discount is then converted into a per unit
factor (dollar amount per therm) by dividing the total estimated annual discount by the annual projected
firm throughput (excluding the throughput associated with Residential Low Income customers). Like
other components of the DAC, the Company will reconcile the revenue billed through the LIDRF with
the actual low income discounts credited to the bills of low income customers. Because the Company
has established a separate mechanism to reconcile amounts associated with the LIDRF, all other
reconciliations of the various DAC components, including the RDA, will reconcile the actual costs and
actual revenues before the application of the low income discount. In other words, the Company will
bill the full DAC components’ factors (i.e., not reduced for the low income discount) and reflect the
revenue billed through the components’ factors (i.e., the full value of the revenue billed) in the
reconciliation of each component of the DAC. The Company is not splitting up the amount of the low
income discount into pieces for the purpose of reflecting each piece of the low income discount in any of
the DAC components’ reconciliation balances. Therefore, the RDA factor proposed by the Company
will not result in an under-distribution of RDA credits as indicated by Mr. Oliver. As such, the
Company does not need to make any adjustments to the $0.0020 per therm RDA factor proposed in the
DAC. It appears that in Mr. Oliver’s proposal, he assumed that the revenues to be reflected in the RDA
reconciliation would be reduced by the low income discount, thereby resulting in an under-distribution
of the RDA credits. However, as explained above, the Company is not discounting any revenues of any
component of the DAC. Finally, even if Mr. Oliver’s recommendation was accepted by the PUC, the
recommendation would have the impact of decreasing the overall Residential Heating DAC factor from
the credit of $0.0330 per therm, which the Company proposed in its August 31, 2018 DAC filing, to a
credit of $0.0333 per therm. This equates to a decrease of $0.0003 per therm, which for a Residential
Heating customer using 845 therms per year, would result in an annual bill reduction of merely $0.25
per year.

2. Revenue Requirement for Fiscal Year 2018 Gas Infrastructure, Safety, and Reliability
(ISR) Reconciliation

In reviewing the Fiscal Year (FY) 2018 Gas ISR Reconciliation revenue requirement with the
Division, the Company will make two adjustments to the revenue requirement. First, the Company will
reduce the FY 2018 revenue requirement on vintage FY 2018 investment by $101,603. Second, the
Company will adjust the FY 2018 revenue requirement on cumulative FY 12 through FY17 investment.
These two adjustments will result in a net credit to customers in the amount of $62,142. Attached to this
filing is Attachment MAL-1 Revised to the FY 2018 Gas ISR Reconciliation, which provides the
updated revenue requirement. The Company and the Division have agreed to include the adjustments in
the Company’s FY 2019 Gas ISR Reconciliation filing. This minor revision would have reduced the
proposed DAC effective November 1, 2018 for Residential Heating customers by only $0.0002 per
therm, equating to an annual savings of $0.17.
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Thank you for your attention to this matter. If you have any questions, please contact me at 401-
784-7415.

Very truly yours,

Robert J. Humm

Enclosures

cc: Docket 4846 Service List
Leo Wold, Esq.
John Bell, Division
Al Mancini, Division
Bruce Oliver, Division
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Revised
As filed Aug 1, 

2018

Fiscal Year 2018 Fiscal Year 2018
Actuals Actuals Variance

(a) (b) (c)=(a)-(b)

Line
No. Operation and Maintenance Expenses
1 FY 2018 Operation and Maintenance Expense $557,714 $557,714 $0

Capital Investment:

2 FY 2018 Revenue Requirement on FY 2012 Actual Incremental Capital Investment $1,033,040 $1,033,040 $0
3 FY 2018 Revenue Requirement on FY 2013 Actual Incremental Capital Investment $242,087 $243,183 ($1,096)
4 FY 2018 Revenue Requirement on FY 2014 Actual Incremental Capital Investment $3,295,349 $3,295,349 ($0)
5 FY 2018 Revenue Requirement on FY 2015 Actual Capital Investment $6,419,105 $6,407,467 $11,638
6 FY 2018 Revenue Requirement on FY 2016 Actual Capital Investment $7,481,070 $7,465,317 $15,753
7 FY 2018 Revenue Requirement on FY 2017 Actual Capital Investment $5,665,731 $5,652,566 $13,165
8 FY 2018 Revenue Requirement on FY 2018 Actual Capital Investment $3,918,134 $4,019,737 ($101,603)
9 Total Capital Investment Revenue Requirement $28,054,517 $28,116,659 ($62,142)

10 FY18 Property Tax Adjustment $6,535,314 $6,535,314 $0

11
True-Up for Capital Repairs Deduction Rate, Tax Loss on Retirements, NOL, and Service 
Relocations in FY 2017 Revenue Requirement on FY 2017 Capital Investment in RIPUC 
Docket No. 4590 ($24,733) ($24,733) $0

12 True up for FY13-FY16 Work order write off - Capital (721,829)                (721,829)                -                         
13 True up for FY13-FY16 Work order write off - Property Tax (24,518)                  (24,518)                  -                         

14 Total Capital Investment Component of the Revenue Requirement $33,818,752 $33,880,894 ($62,142)

15 Total Fiscal Year Revenue Requirement revised $34,376,466 $34,438,608 ($62,142)
15a Total Fiscal Year Revenue Requirement as filed August 1, 2018 $34,438,608
15b Decrease in revenue requirement ($62,142)

16 FY 2018 Plan Revenue Requirement as filed on January 26, 2017 $36,550,952
17 Increase/Decrease in FY 2018 Revenue Requirement ($2,174,486)

Col (b) Per Docket RIPUC 4678 FY 2018 Gas ISR reconciliation dated Aug 1, 2018, Attachment MAL-1, Page 1
1 Exhibit JBC-1, Section 2, Table 1.
2 Page 14 of 25, Line 33
3 Page 12 of 25, Line 34
4 Page 10 of 25, Line 36  
5 Page 8 of 25, Line 30
6 Page 6 of 25, Line 30
7 Page 4 of 25, Line 30
8 Page 2 of 25, Line 30
9 Sum of Lines 2 through 8

10 Page 18 of 25, Line 96(g)
11 Page 4 of 25, Line 32
12 Page 25 of 25, Line 12
13 Page 17 of 25, Line 66
14 Line 9 + Line 10 + Line 11 + Line 12 + Line 13
15 Line 1 + Line 14
16 FY 2018 Plan Revenue Requirement as filed on January 26, 2017
17 Line 15 - Line 16

The Narragansett Electric Company
d/b/a National Grid

FY 2018 Gas ISR Plan Revenue Requirement Reconciliation 
Annual Revenue Requirement Summary

The Narragansett Electric Company
d/b/a National Grid

RIPUC Docket No. 4678
FY 2018 Gas Infrastructure, Safety,

and Reliability Plan Reconciliation Filing
Attachment MAL-1 (Revised)
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Line Month FY 2014 ISR In Not In Weighted
No. No. Month Additions Rates Rates Weight Average

(a) (b) (c) = (a) - (b) (d) (e) = (d) * (c)
1 $57,184,191
2 1 Apr-13 $5,751,208 4,765,349 $985,858 0.958     $944,781
3 2 May-13 5,751,208 4,765,349 985,858 0.875     862,626         
4 3 Jun-13 5,751,208 4,765,349 985,858 0.792     780,471         
5 4 Jul-13 5,751,208 4,765,349 985,858 0.708     698,316         
6 5 Aug-13 5,751,208 4,765,349 985,858 0.625     616,161         
7 6 Sep-13 5,751,208 4,765,349 985,858 0.542     534,007         
8 7 Oct-13 5,751,208 4,765,349 985,858 0.458     451,852         
9 8 Nov-13 5,751,208 4,765,349 985,858 0.375     369,697         
10 9 Dec-13 5,751,208 4,765,349 985,858 0.292     287,542         
11 10 Jan-14 5,751,208 4,765,349 985,858 0.208     205,387         
12 11 Feb-14 5,751,208 -                  5,751,208 0.125     718,901         
13 12 Mar-14 5,751,208 -                  5,751,208 0.042     239,634         

14 Total FY 2014 $69,014,490 $47,653,493 $21,360,998 $6,709,374

15 Total Additions February & March 2014 $11,502,415
16 FY 2014 Weighted Average Incremental Rate Base Percentage 31.41%

Column (a) =  Page 16 of 25, Line 1(c)
Column (b) =  Page 16 of 25, Line 2(c)
Column (d) = (12.5 - Month No.) ÷ 12
Line 15 = Line 12(c) + Line 13(c)
Line 16 = Line 14(e)/Line 14(c)

The Narragansett Electric Company
d/b/a National Grid

Weighted ISR Additions FY 2014
FY 2018 Gas ISR Plan Revenue Requirement Reconciliation 

The Narragansett Electric Company
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Line No.
1 Weighted Average Cost of Capital as approved in R.I.P.U.C. Docket No. 3943
2 (a) (b) (c) (d) (e)

3     Ratio      Rate
 Weighted 

Rate Taxes Return
4 Long Term Debt 40.63% 7.99% 3.25% 3.25%
5 Short Term Debt 11.66% 3.91% 0.45% 0.45%
6 Preferred Stock 0.00% 0.00% 0.00% 0.00%
7 Common Equity 47.71% 10.50% 5.01% 2.70% 7.71%
8 100.00% 8.71% 2.70% 11.41%
9

10 (d) - Column (c) x 35% divided by (1 - 35%)
11

12
13 (a) (b) (c) (d) (e)

14     Ratio      Rate
 Weighted 

Rate Taxes Return
15 Long Term Debt 49.95% 5.70% 2.85% 2.85%
16 Short Term Debt 0.76% 0.80% 0.01% 0.01%
17 Preferred Stock 0.15% 4.50% 0.01% 0.01%
18 Common Equity 49.14% 9.50% 4.67% 2.51% 7.18%
19 100.00% 7.54% 2.51% 10.05%
20
21 (d) - Column (c) x 35% divided by (1 - 35%)
22
23

24
25 (a) (b) (c) (d) (e)

26     Ratio      Rate
 Weighted 

Rate Taxes Return
27 Long Term Debt 49.95% 5.70% 2.85% 2.85%
28 Short Term Debt 0.76% 0.80% 0.01% 0.01%
29 Preferred Stock 0.15% 4.50% 0.01% 0.01%
30 Common Equity 49.14% 9.50% 4.67% 1.24% 5.91%
31 100.00% 7.54% 1.24% 8.78%
32 (d) - Column (c) x 21% divided by (1 - 21%)
33

34 Line 19(e) x 75% + Line 31(e) x 25% 9.73%

FY18 Blended Rate

The Narragansett Electric Company
d/b/a National Grid

FY 2018 Gas ISR Plan Revenue Requirement Reconciliation 
Calculation of Weighted Average Cost of Capital

Weighted Average Cost of Capital as approved in R.I.P.U.C. Docket No. 4323 at 35% income tax 
rate

Weighted Average Cost of Capital as approved in R.I.P.U.C. Docket No. 4323 at 21% income tax 
rate

The Narragansett Electric Company
d/b/a National Grid
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(a) (b) (c) = (b) - (a) (d) (e) = (a) + (d) (g)

Line No

Cumulative 
Book/Tax 

Difference at 
FY17

Projected 
Book/Tax 

Difference at 
FY18 Difference

Prorated Change 
as of 12/31/17

Cumulative 
Timing 

Difference 
through 
12/31/17

Excess 
Deferred Taxes 

at 12/31/17
1 35%
2 Vintage Year
3 2012 $2,352,123 $2,229,838 ($122,285) ($91,714) $2,260,409 $316,457
4 2013 ($2,090,173) ($1,948,516) $141,657 $106,242 ($1,983,931) ($277,750)
5 2014 $15,646,021 $15,133,051 ($512,970) ($384,728) $15,261,294 $2,136,581
6 2015 $64,903,087 $63,410,797 ($1,492,290) ($1,119,217) $63,783,870 $8,929,742
7 2016 $79,357,069 $77,172,768 ($2,184,301) ($1,638,226) $77,718,843 $10,880,638
8 2017 $74,989,365 $73,334,553 ($1,654,812) ($1,241,109) $73,748,256 $10,324,756
9 2018 0 $83,446,551 $83,446,551 $62,584,913 $62,584,913 $8,761,888

Calculation of Excess Deferred Taxes at 12/31/17

The Narragansett Electric Company
d/b/a National Grid

FY 2018 Gas ISR Plan Revenue Requirement Reconciliation 
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